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NOMINATION  OF  ARNOLD  G.  HOLZ  TO  BE 
CHIEF  FINANCIAL  OFFICER  OF  NASA 


WEDNESDAY,  APRIL  13,  1994 

U.S.  Senate, 
Committee  on  Commerce,  Science,  and  Transportation, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  2:30  p.m.  in  room  SR- 
253,  Russell  Senate  Office  Building,  Hon.  John  D.  Rockefeller  IV, 
presiding. 

Staff  members  assigned  to  this  hearing:  Elizabeth  Inadomi,  staff 
counsel,  and  Rebecca  A.  Kojm,  professional  staff  member;  and 
Emily  J.  Gallop,  minority  professional  staff  member. 

OPENING  STATEMENT  OF  SENATOR  ROCKEFELLER 

Senator  Rockefeller.  The  hearing  will  come  to  order. 

We  are  very  happy  to  start  today  with  a  hearing  on  the  Presi- 
dent's nomination  of  Arnold  Gregory  Holz  for  Chief  Financial  Offi- 
cer of  the  National  Aeronautics  and  Space  Administration.  The  po- 
sition was  created  in  1990,  and  under  the  act  the  Chief  Financial 
Officer  is  responsible  for  all  financial  matters  of  the  agency,  which 
include  developing  and  maintaining  an  integrated  agency  account- 
ing and  financial  management  system. 

At  NASA,  the  Chief  Financial  Officer  is  one  of  only  three  Senate- 
confirmed  positions,  the  others  being  the  Administrator  and  the 
Deputy  Administrator.  In  other  words,  this  is  a  very,  very  impor- 
tant job. 

While  the  description  of  that  job  may  not  be  poetic,  its  mission 
should  resonate  with  us  in  the  Congress.  Over  the  past  several 
years,  NASA  has  been  the  target  for  some  very,  very  tough  criti- 
cism from  the  Office  of  Management  and  Budget,  from  the  General 
Accounting  Office,  from  us,  and  the  NASA  Inspector  General's  Of- 
fice, for  its  lack  of  adequate  financial  controls. 

NASA's  nine  field  installations  have  been  decentralized,  with 
each  installation  operating  separate  financial  management  and  ac- 
counting systems.  The  results  were  problems  with  monitoring  the 
financial  condition  of  the  agency  and  resolving  financial  problems 
as  they  came  up. 

The  way  I  see  it,  NASA's  Chief  Financial  Officer  must  be  pre- 
pared to  establish  a  financial  management  policy  that  results  in 
greater  accountability  in  NASA  programs  and  help  to  gain  the  con- 
fidence of  the  American  people,  and  not  unimportantly,  also  the 
Congress.  Mr.  Chairman,  your  comments,  please. 

(1) 


OPENING  STATEMENT  OF  SENATOR  ROLLINGS 

The  Chairman.  Today  the  Committee  on  Commerce,  Science,  and 
Transportation  is  holding  a  confirmation  hearing  on  Mr.  Arnold  G. 
Holz,  the  Administration  s  nominee  for  the  position  of  Chief  Finan- 
cial Officer  of  the  National  Aeronautics  and  Space  Administration. 

Under  the  Chief  Financial  Officers  Act  of  1990,  Public  Law  101- 
576,  the  Chief  Financial  Officer  reports  directly  to  the  NASA  Ad- 
ministrator on  all  financial  management  matters  and  oversees  all 
financial  management  activities  relating  to  the  programs  and  oper- 
ations of  the  agency.  With  the  increasing  demands  for  budgetary 
efficiencies  at  NASA,  the  Chief  Financial  Officer  will  be  in  an  im- 
portant position  to  ensure  greater  accountability  for  financial  integ- 
rity, reliable  cost  estimates,  and  adequate  cost  controls  for  NASA 
programs  and  activities. 

The  position  of  Chief  Financial  Officer  at  NASA  will  be  a  chal- 
lenging one.  NASA  has  never  had  a  Senate-confirmed  Chief  Finan- 
cial Officer  and  has  been  criticized  in  the  past  for  poor  financial 
management  of  NASA  projects  and  its  daily  operations.  Moreover, 
the  President's  request  for  the  fiscal  year  1995  NASA  budget  is 
$250  million  less  than  this  year's  funding  level,  and  the  projected 
budget  is  flat  over  the  next  5  years.  This  budget  will  require  more 
aggressive  financial  and  budgetary  oversight  oy  NASA's  financial 
management  team  over  the  next  several  years. 

It  is  clear  that  NASA,  as  a  Federal  agency,  is  at  a  major  cross- 
road in  its  maturation.  As  such,  the  Chief  Financial  Officer  will  be 
a  critical  player  in  the  success  of  NASA's  efforts  to  adapt  itself  in 
the  postcold  war  era.  I  look  forward  to  hearing  from  Mr.  Holz  as 
to  how  the  Chief  Financial  Offiicer  can  contribute  to  changes  nec- 
essary at  NASA. 

Thank  you,  Mr.  Chairman. 

Senator  Rockefeller.  Thank  you,  Mr.  Chairman.  Now,  the 
President's  nominee,  Mr.  Holz,  has  an  extremely  impressive  ac- 
counting background  in  both  public  and  private  practice  for  a  job 
of  this  significance.  You  are  up  to  it.  I  look  forward  to  hearing  from, 
you  Arnold  Holz,  the  floor  is  yours. 

STATEMENT  OF  ARNOLD  G.  HOLZ,  SPECIAL  ASSISTANT  TO 
THE  ADMINISTRATOR,  NATIONAL  AERONAUTICS  AND  SPACE 
ADMINISTRATION 

Mr.  Holz.  Thank  you,  Mr.  Chairman.  It  is  an  honor  to  appear 
as  the  President's  nominee  for  the  position  of  Chief  Financial  Offi- 
cer of  the  National  Aeronautics  and  Space  Administration.  I  would 
like  to  thank  Administrator  Daniel  Goldin  for  recommending  me  to 
the  President,  and  a  special  thanks  to  you,  Mr.  Chairman,  for 
scheduling  this  hearing  on  such  short  notice. 

The  Chief  Financial  Offiicer's  Act  of  1990  represents  landmark 
legislation  for  bringing  more  effective  general  and  financial  man- 
agement practices  to  the  Federal  Government.  I  am  very  much 
aware  of  the  objectives  of  this  act  and  of  the  expectations  it  places 
on  the  performance  of  agency  financial  officers.  If  I  am  reported  fa- 
vorably by  this  committee  and  confirmed  by  the  Senate,  I  will  do 
my  best  to  contribute  to  Mr.  Goldin's  team  an  understanding  of  fi- 
nancial management  gained  through  34  years  of  experience. 


As  my  resume  indicates,  I  served  in  the  Office  of  the  Comptroller 
of  the  Treasury  of  the  State  of  Maryland  from  1973  through  1974. 
As  director  of  general  accounting,  I  was  responsible  for  establishing 
policy  concerning  all  financial  reporting  matters  of  the  State,  and 
participated  with  other  officials  and  executives  in  the  formulation 
of  the  financial  policies  of  the  State. 

During  my  tenure,  I  was  responsible  for  the  oversight  of  major 
financial  projects,  including  the  implementation  of  a  computerized 
statewide  accounting  and  reporting  system.  This  was  the  central- 
ized reporting  system  for  the  State  of  Maryland,  all  of  its  more 
than  200  operating  agencies. 

I  was  responsible  for  the  conversion  of  the  State's  financial  re- 
porting practices  to  generally  accepted  accounting  principles.  I  de- 
veloped the  concept  and  contract  for  an  annual  statewide  independ- 
ent audit,  and  management  of  the  audit  contracts  that  we  issued 
pursuant  to  that. 

I  initiated  a  single  audit  of  Federal  grants  as  required  by  Federal 
regulations,  and,  in  1985,  modified  the  audit  scope  to  conform  with 
provisions  of  the  Federal  Single  Audit  Act,  and  finally,  I  was  re- 
sponsible for  the  promulgation  of  policy  instructions  to  all  State 
agencies  on  the  self-evaluation  of  internal  controls.  These  projects 
earned  Maryland  immense  prestige  in  the  financial  community, 
and  the  respective  sister  States. 

I  testified  before  the  U.S.  Senate  committee  on  the  enactment  of 
the  Federal  Single  Audit  Act,  and  was  active  in  th  standard  setting 
process  of  the  Governmental  Accounting  Standards  Board  by  pro- 
viding comments  on  exposure  drafts  on  technical  matters  and  by 
serving  on  task  force  committees  formed  to  develop  standards. 

Prior  to  my  employment  by  the  State  of  Maryland,  I  was  em- 
ployed for  14  years  by  Haskins  and  Sells,  now  Deloitte  &  Touche, 
an  international  public  accounting  firm.  I  was  responsible  for  the 
management  of  a  broad  range  of  small,  medium,  and  large  audit 
clients,  including  manufacturing  organizations,  service  industries, 
colleges,  universities,  and  other  nonprofit  organizations,  and  gov- 
ernmental entities,  programs,  and  activities. 

I  hold  a  bachelor  of  science  degree  in  accounting,  and  I  am  a  cer- 
tified public  accountant.  My  educational  background  and  experi- 
ence in  the  field  of  financial  management  will  enable  me  to  signifi- 
cantly contribute  to  NASA's  resolve  to  correct  its  financial  manage- 
ment deficiencies  and  move  to  strengthen  the  agency's  financial 
management. 

As  you  are  well  aware,  the  Chief  Financial  Officers  Act  requires 
agency  chief  financial  officers  to  develop  and  maintain  an  inte- 
grated agency  accounting  and  financial  management  system,  a  re- 
quirement already  addressed  by  NASA,  with  initial  implementation 
beginning  at  the  Marshall  Space  Flight  Center  in  December  1995 
and  concluding  with  the  installation  at  Stennis  in  July  1997. 

My  experience  in  the  development  of  a  centralized  statewide  ac- 
counting system  for  the  State  of  Maryland,  operational  in  200  enti- 
ties throughout  the  State  and  with  a  budget  approximating  that  of 
NASA,  would,  I  hope,  enable  me  to  move  the  NASA  objective  for- 
ward. I  can  assure  you  that  will  be  a  top  priority  if  I  am  confirmed. 

I  look  forward  to  working  closely  with  Mr.  Goldin  and  his  man- 
agement team.  If  reported  favorably  by  this  committee  and  con- 


firmed  by  the  Senate,  I  shall  do  my  very  best  to  fulfill  the  provi- 
sions of  the  CFO  act.  I  look  forward  to  the  chance  to  work  closely 
with  you,  and  now  welcome  any  questions  that  the  committee  may 
have. 

[The  biographical  data  and  prehearing  questions  and  answers  of 
Mr.  Holz  follow:] 

Biographical  Data 

Name:  Holz,  Arnold  Gregory;  address:  9805  Cypressmede  Drive,  Ellicott  City,  MD 
21042;  business  address:  General  Accounting  Division,  Louis  L.  Goldstein  Treasury 
Building,  P.O.  Box  746,  Annapolis,  MD  21404-0746. 

Position  to  which  nominated:  Chief  Financial  Officer  of  NASA;  date  of  nomination: 
January  27,  1994. 

Date  of  birth:  May  18,  1937;  place  of  birth:  Baltimore,  MD. 

Marital  status:  Married;  full  name  of  spouse:  Connie  Marie  Holz;  names  and  ages 
of  children:  Brian  G.  Holz,  29;  Keith  G.  Holz,  26;  and  Alison  L.  Holz,  24. 

Education:  University  of  Baltimore,  1955-59,  BS  (Accounting),  June  1959;  George- 
town University,  Advanced  Financial  Executives  Institute;  and  Continuing  Profes- 
sional Education  reouired  by  the  Maryland  Board  of  Accountancy  to  be  licensed  in 
Maryland  as  a  Certified  Public  Accountant. 

Employment:  1973-present,  Comptroller  of  the  Treasury  of  Maryland,  Director, 
General  Accounting;  1960-73,  Deloitte  &  Touche,  Baltimore,  MD,  CPA/Auditor;  and 
1959-60,  Edmund  D.  Meyers  &  Co.,  Baltimore,  MD,  Auditor. 

Government  experience:  State  of  Maryland  Comptroller  of  the  Treasury — Director 
of  General  Accounting — 21  years  of  experience  in  directing  the  accounting,  financial 
reporting,  and  internal  control  functions  of  the  State.  This  includes  responsibility 
for  the  maintenance  of  statewide  accounting  and  reporting  system,  the  preparation 
of  financial  reports,  exercise  of  appropriation  controls  for  all  State  agencies  and  the 
promulgation  of  statewide  policies  concerning  these  matters.  Deloitte  &  Touche — 
Auditor — 13  years  experience  with  this  nationally  recognized  firm  of  Certified  Public 
Accountants  performing  and  supervising  audits  of  governments,  colleges,  univer- 
sities, and  other  organizations,  grants,  programs,  and  activities. 

[A  resume  may  be  found  in  the  committee's  files.] 

Political  affiliations:  Registered  Democrat;  contributions  to  campaign  of  Louis  L. 
Goldstein,  Comptroller  of  Maryland,  1993,  $300;  and  records  prior  to  1990  not  avail- 
able. 

Memberships:  President  (term  expires  6/94),  Government  Finance  Officers  Asso- 
ciation of  the  United  States  &  Canada;  Maryland  Public  Finance  Officers  Associa- 
tion; Maryland  Association  of  Certified  Public  Accountants;  American  Institute  of 
Certified  Public  Accountants;  and  Society  for  the  Preservation  and  Encouragement 
of  Barbership  Quartet  Singing  in  America. 

Honors  and  awards:  Earned  the  Government  Finance  Officers  Association's  Award 
for  Excellence  in  Financial  Reporting  for  the  State  of  Maryland's  Comprehensive 
Annual  Financial  Report  in  1980,  and  every  year  since. 

Published  writings:  None. 


Prehearing  Questions  Asked  by  the  Com.mittee  and  Answers  Thereto  by  Mr. 

Holz 

Question.  What  do  you  believe  are  your  qualifications  to  be  Chief  Financial  Offi- 
cer? 

Answer.  Mr.  Chairman,  I  was  the  Director  of  General  Accounting  for  the  Comp- 
troller of  the  Treasury  of  the  State  of  Maryland  for  21  years.  Prior  to  that,  I  was 
a  Certified  Public  Accountant  in  the  auditing  practice  with  Haskins  &  Sells,  now 
Deloitte  &  Touche,  for  13  years.  The  financial  issues  I  dealt  with  are  similar  to 
those  of  the  Federal  Government  and  NASA  in  particular.  Accurate,  reliable  and 
timely  financial  information  are  givens.  The  key  to  any  financially  well -managed  or- 
ganization is  to  have  efTicient  and  auditable  financial  systems  built  on  a  solid  foun- 
dation of  good  internal  controls. 

I  was  responsible  for  several  major  financial  management  activities  for  the  State 
of  Maryland,  including:  managing  the  development  of  the  computerized  statewide 
accounting  and  reporting  system;  directing  the  conversion  of  the  State's  financial  re- 
porting to  generally  accepted  accounting  principles;  initiating  the  concept  and  devel- 
oping the  contract  for  an  annual.  Statewide  independent  audit  of  the  State's  finan- 


cial  statements;  and  promulgating  guidance  to  all  State  departments  and  agencies 
on  matters  of  internal  control. 

I  want  to  point  out  that  the  State  of  Maryland  was  the  second  State  to  receive 
an  unqualified  opinion  from  its  auditors,  resulting  from  their  examination  of  the 
State's  Comprehensive  Annual  Financial  Report.  The  State  also  received  the  Certifi- 
cate of  Achievement  for  Excellence  in  Financial  Reporting  awarded  by  the  Govern- 
ment Finance  Officers  Association  of  the  United  States  and  Canada  to  those  govern- 
ments whose  comprehensive  annual  financial  reports  achieve  the  highest  standards 
in  government  accounting  and  financial  reporting.  It  was  through  my  initiatives 
that  the  State  achieved  these  accomplishments. 

My  reputation  for  financial  management  is  national  in  scope.  In  1993,  I  was  se- 
lected to  be  President  of  the  Government  Finance  Officers  Association  of  the  United 
States  and  Canada,  a  12,500  member  oi^ganization. 

These  direct  responsibilities,  along  with  my  participation  in  other  financial  man- 
agement efforts,  qualify  me  for  the  challenges  at  NASA,  if  the  Senate  confirms  me. 

Question.  What  will  be  your  specific  duties  if  confirmed  as  Chief  Financial  Offi- 
cer? In  this  regard,  what  do  you  believe  are  the  most  significant  professional  skills 
that  you  woula  bring  to  this  position? 

Answer.  If  confirmed  as  the  Chief  Financial  Officer  for  NASA,  I  will  be  respon- 
sible for  providing  executive  leadership  for  the  planning,  analysis,  control,  and  re- 
porting 01  total  Agency  financial  resources.  Some  specifics  are:  overseeing  all  budget, 
accounting  and  financial  reporting  activities  relating  to  programs  and  operations  of 
NASA;  overseeing  the  development  and  implementation  ofan  integrated  financial 
management  system,  including  financial  accounting  and  internal  controls;  assuring 
appropriate  and  independent  economic  and  cost  analyses  for  NASA  assessment  of 
program  alternatives;  directing  NASA  financial  management  personnel,  activities 
ana  operations  in  all  respects;  and  preparing  a  complete  annual  financial  report  to 
the  NASA  Administrator  which  presents  an  analysis  of  the  status  of  financial  man- 
agement of  NASA,  audited  financial  statements,  and  a  summary  of  the  reports  on 
internal  accounting  and  administrative  control  systems. 

The  successful  conduct  of  these  duties  will  meet  the  requirements  of  the  CFOs 
Act  and  will  strengthen  the  financial  management  at  NASA. 

I  believe  that  I  will  bring  significant  professional  skills  to  the  position  of  NASA 
CFO.  As  I  mentioned  earlier,  I  served  in  the  Office  of  the  Comptroller  of  the  Treas- 
ury for  the  State  of  Maryland  from  1973  to  1994.  As  Director  of  General  Accounting, 
I  participated  with  other  officials  and  executives  in  the  formulation  of  the  financial 
policies  of  the  State  and  was  responsible  for  establishing  policy  concerning  all  finan- 
cial reporting  matters  of  the  State  and  its  approximately  200  State  departments  and 
independent  agencies. 

During  that  tenure,  I  was  responsible  for  the  oversight  of  major  financial  activi- 
ties, including  the  implementation  of  a  Centralized  and  Computerized  Statewide  Ac- 
counting and  Reporting  System;  the  conversion  of  the  State's  financial  reporting 
practices  to  generally  accepted  accounting  principles;  development  of  the  concept 
and  contracted  for  an  annual  Statewide  independent  audit  and  management  of 
audit  contracts;  initiation  of  a  single  audit  of  Federal  grants  as  required  by  Federal 
regulations,  and,  in  1985,  modified  the  audit  scope  to  conform  to  provisions  of  the 
Federal  Single  Audit  Act;  and  the  promulgation  of  policy  and  instructions  to  aU 
State  agencies  on  the  self-evaluation  of  internal  controls. 

My  experience  in  managing  systems  development,  alone,  will  be  of  great  benefit 
as  I  join  NASA  to  complete  the  development  and  implementation  of  NASA's  inte- 
grated financial  management  information  system.  Further,  the  understanding  of  fi- 
nancial management  gained  through  34  years  of  experience  will  enable  me  to  suc- 
cessfully assume  and  implement  the  awesome  requirements  of  the  Chief  Financial 
Officers  Act. 

Question.  If  confirmed,  what  would  be  your  first  actions  in  your  new  position? 
What  would  be  your  priorities? 

Answer.  First,  I  will  provide  executive  leadership  for  the  planning,  analyzing, 
controlling  and  reporting  of  total  Agency  resources  in  a  time  when  great  demands 
are  being  placed  on  scarce  financial  resources.  The  second,  but  equally  significant 
challenge  and  high  priority  matter,  is  to  successfully  develop  and  implement  the 
standard,  integrated  accounting  and  financial  information  system  legislated  by  the 
CFOs  Act  of  1990. 

The  NASA  Accounting  and  Financial  Information  System  will  be  the  backbone 
and  first  step  in  a  migration  to  a  fully  integrated  financial  management  information 
system.  Auditable,  timely,  accurate  and  reliable  financial  management  information 
is  an  essential  service  to  Agency  management  and  other  decision  makers.  This  infor- 
mation is  used  to  manage  NASA's  programs  and  assure  compliance  with  the  laws 
governing  appropriations. 
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Under  my  direction,  this  new  system  will  give  NASA  an  opportunity  to  improve 
overall  financial  operations  by  re-engineering  its  financial  business  practices  with 
the  view  of  implementing  standard,  efficient  practices  NASA-wide,  such  as  making 
them  electronic,  thereby  reducing  the  paperwork  burden. 

Also,  we  will  examine  and  develop  matrices  that  will  measure  performance 
against  goals  and  permit  the  linking  of  measured  output  to  resource  input. 

My  greatest  immediate  challenge  and  highest  priority  will  be  to  ensure  that  ev- 
erything is  in  place  to  enable  the  timely,  effective  implementation  of  the  integrated 
financial  management  information  system  required  by  the  CFOs  Act. 

Question.  How  will  the  Chief  Financial  Officer  interact  with  the  NASA  Adminis- 
trator and  the  various  NASA  offices? 

Answer.  Clearly,  the  Congress  and  the  Administration  look  for  agency  CFOs  to 
provide  the  leadership  needed  to  successfully  implement  the  Chief  Financial  Officers 
Act  of  1990.  However,  the  successful  implementation  of  the  CFOs  Act  cannot  be  ac- 
complished by  one  person.  Instead,  success  will  be  achieved  through  a  joint  efTort, 
and  I  am  pleased  to  say  that  in  my  few  weeks  at  NASA,  I  have  had  full  access  to 
Administrator  Goldin  and  the  key  members  of  his  staff. 

It  is  very  clear  to  me  that  top  management  has  an  open  door  policy,  with  open 
lines  of  communication.  I  have  found  a  participatory  atmosphere  and  do  not  expect 
that  to  change  once  I  am  confirmed  as  the  CF'O. 

I  have  already  found,  within  the  OfTice  I  will  head,  revitalized  communications 
through  invitations  to  program  ofTices  to  participate  in  frank  and  open  discussions 
about  the  issues  and  challenges  confronting  management.  Information  sharing  and 
a  spirit  of  candor  are  essential,  whether  the  subject  is  budgeting,  program  status 
reviews,  or  new  systems  development  that  will  impact  the  financial  structure  of  the 
Agency. 

Members  of  the  staff  I  will  head  are  already  assigned  to  Program  OfTices  to  deal 
with  programmatic  issues,  monitor  obligations  and  costs  of  programs,  participate  in 
Program  Operating  Plan  reviews,  and  to  keep  me  informed  of  all  program  activities, 
as  well  as  to  keep  program  officials  informea  as  to  the  activities  of  the  Agency  from 
a  CFO's  perspective. 

We  will  do  more!  For  example,  it  is  my  objective  to  begin  meeting  on  a  egular 
basis  with  the  Administrator,  program  managers  and  Center  Directors  to  develop 
financial  measures,  indicators  and  reporting  formats  that  will  be  useful  to  them  and 
to  assure  that  management  needs  are  being  tiet  by  my  office. 

I  not  only  see  these  communications  continuing,  but  if  I  am  confirmed,  I  shall  do 
my  very  best  to  ensure  that  my  organization  only  enhances  the  Agency's  resolve  to 
correct  its  deficiencies,  as  Administrator  Goldin  told  the  Comptroller  General,  "with- 
in the  spirit  and  intent  of  the  F'ederal  Managers'  Financial  Integrity  Act  and  the 
Chief  Financial  Officers  Act  of  1990." 

Question.  NASA  has  been  criticized  by  the  General  Accounting  Office,  the  Office 
of  Management  and  Budget,  and  the  NASA  Office  of  Inspector  General  for  inad- 
equate financial  controls.  If  confirmed  as  Chief  Financial  Officer,  what  steps  will 
you  take  to  provide  adequate  controls  and  minimize  financial  management  prob- 
lems, especially  at  the  NASA  field  installations? 

Answer.  Our  common  goal  is  for  management  control  and  financial  systems, 
taken  as  a  whole,  to  provide  reasonable  assurance  that  the  objectives  of  the  Federal 
Managers  Financial  Integrity  Act  have  been  achieved.  This  requires  the  review  and 
consideration  of  a  wide  variety  of  evaluations  and  available  information,  including 
vulnerability  assessments  covering  Agencywide  management  systems;  internal  con- 
trol reviews;  cyclical  functional  management  reviews,  such  as  procurement,  financial 
management,  and  property  management;  an  assessment  of  Inspector  General  and 
General  Accounting  Office  audits;  and  statements  of  assurance  from  the  Directors 
of  Field  Centers  and  their  cognizant  Headquarters  program  ofTices. 

Where  is  NASA  today?  Audits,  functional  reviews  and  other  evaluations  have  dis- 
closed several  material  weaknesses  and  material  nonconformances  in  individual  sys- 
tems. We  shall  address  these  promptly.  I  shall  become  directly  involved  in  monitor- 
ing the  progress  and  status  of  the  'corrective  action  plans,"  and  shall  hold  my  man- 
agers accountable  for  assuring  that  dates  of  compliance  are  met  and  any  changes 
in  original  dates  will  be  adequately  justified. 

I  shall  maintain  close  contact  with  NASA's  Field  Center  Comptrollers  and  Finan- 
cial Management  Officers  and  will  most  likely  establish  a  Chief  Financial  Officers 
Council,  composed  of  principal  Headquarters  and  Center  staff  members,  to  deal  with 
issues  such  as  the  successful  development  and  implementation  of  our  major  sys- 
tems, improved  quality  of  financial  information,  improved  internal  controls  and  the 
preparation  of  financial  statements  that  will  sustain  an  audit  that  will  produce  an 
unqualified  opinion  on  our  financial  statements  by  our  auditors. 


If  confirmed,  I  can  assure  you,  Mr.  Chairman,  that  I  shall  devote  my  utmost  effort 
to  achieving  the  mandate  of  the  Chief  Financial  Officers  Act. 

Question.  Successful  financial  management  of  NASA  will  depend  on  the  close 
interaction  between  the  Chief  Financial  OfTicer,  the  Comotroller,  and  the  Associate 
Administrator  for  Procurement,  as  well  as  the  support  of^  the  NASA  Administrator. 
How  will  the  Office  of  the  Chief  Financial  Officer  ensure  successful  financial  man- 
agement of  NASA's  activities  given  all  these  players? 

Answer.  First,  Mr.  Chairman,  if  I  am  coniirmed  by  the  Senate,  I  will  occupy  the 
Office  of  the  Chief  Financial  Officer.  The  Chief  Financial  OfTicer  structure  at  NASA, 
approved  bv  the  Office  of  Management  and  Budget,  was  established  with  the  Chief 
Financial  Officer  and  the  Comptroller  positions  being  one  and  the  same.  Within  the 
Office  of  the  Chief  Financial  Officer/Comptroller,  there  is  a  Deputy  Comptroller  and 
a  Deputy  Chief  Financial  OfTicer. 

As  I  stated  in  an  earlier  response  to  the  question  regarding  interaction  with  the 
NASA  Administrator  and  the  various  NASA  offices,  I  have  found  open  lines  of  com- 
munication with  the  Administrator  and  all  key  officials  of  the  Agency.  I  see  a  coop- 
erativeness  among  all  players  that  radiates  a  common  cause  to  achieve  the  mandate 
of  the  Chief  Financial  Officers  Act. 

The  NASA  Accounting  and  Financial  Information  System  provides  a  mechanism 
for  the  interactive  exchange  of  information  with  the  procurement  system.  Data  col- 
lected by  the  procurement  function  is  needed  by  the  NASA  accounting  system,  and 
the  procurement  systems  need  information  that  is  contained  in  the  NASA  Account- 
ing and  Financial  Information  System. 

The  Associate  Administrator  for  Procurement  and  I  have  agreed  to  meet  promptly 
after  my  confirmation  to  begin  to  discuss  our  overlapping  functions.  It  is  my  objec- 
tive to  work  with  the  Associate  Administrator  to  eliminate  redundant  data  collec- 
tion, duplicative  processing  and  reconciliations  by  integrating  as  much  of  the  pro- 
curement processing  and  accounting  as  possible  into  the  integrated  financial  man- 
agement information  system. 

I  wUl  bring  to  this  job  the  leadership  necessary  to  bring  together  these  key  play- 
ers in  a  participatory  and  reciprocal  atmosphere  that  can  only  facilitate  improve- 
ments to  this  Agency  s  financial  management  organization. 

Question.  NASA  has  a  history  of  underestimating  project  costs  which  lead  to  cost 
overruns  and  problems  with  budget  planning.  If  confirmed,  how  will  you  contribute 
to  improving  NASA's  ability  to  estimate  project  costs  and  plan  its  budget? 

Answer.  In  response  to  recent  strong  criticism  of  NASA  s  history  of  underestimat- 
ing the  cost  of  projects,  the  Administrator  has  directed  a  significant  increase  to  his 
independent  cost  estimating  capability.  The  staff  to  conduct  this  activity  has  grown 
from  four  to  ten  over  the  past  year.  I  will  be  using  these  cost  estimating  experts, 
who  will  report  directly  to  me,  to  assure  that  project  plans  and  their  requested 
budgets  are  consistent  with  Agency  long-range  plans,  and  their  resources  require- 
ments, for  both  funds  dnd  manpower,  accurately  reflect  the  true  needs  for  successful 
completion  uf  the  project.  In  addition  to  developing  corroborative  estimates  prior  to 
the  start  of  a  project,  my  staff  will,  on  an  annual  basis,  revalidate  the  resources  re- 
quirements and  project  performance.  Since  the  NASA  budget  is  the  aggregate  of 
many  individual  projects,  maintaining  control  on  an  individual  basis  will  result  in 
better  control  of  the  totality  of  the  NASA  budget.  I  intend  to  ensure  that  NASA 
budgets  provide  the  Congress  with  this  Agency's  most  informed  assessment  of  the 
level  of  resources  required  to  bring  projects  to  their  successful  and  timely  culmina- 
tion. 

Senator  Rockefeller.  Thank  you,  Mr.  Holz,  very  much. 

It  is  interesting,  because  you  are  the  Chief  Financial  Officer,  if 
confirmed,  as  you  will  be,  and  you  are  also  controller,  and  that  po- 
sition that  you  have  was  created  to  ensure  NASA's  integrity.  Now, 
tell  me  if  there  is  any  conflict  between  these  two  roles,  if  that  gives 
any  kind  of  a  problem. 

Mr.  Holz.  No,  Mr.  Chairman.  I  do  not  think  that  should  give  you 
any  problem  at  all.  From  my  experience  with  the  State,  I  often  felt 
that  if  the  budgeting  and  the  accounting  controls  and  the  internal 
controls  were  closer  together,  that  would  improve  and  strengthen 
us  a  little  bit  more. 

The  fact  that  NASA,  with  the  approval  of  0MB,  has  put  the 
comptrollership  function  and  the  CFO  function  together  in  one  re- 
sponsible position  makes  a  lot  of  sense,  in  that  you  will  have  one 
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person  to  look  to  for  accountability  on  financial  management  of  the 
agency. 

As  a  practical  matter,  the  day-to-day  conduct  of  the  business  is 
going  to  be  performed  a  step  down  from  that  CFO  position  by  two 
principal  players.  One  will  be  the  Deputy  for  Comptroller,  and  the 
other  will  be  the  Deputy  Chief  Financial  Officer,  because  one  is 
budget  looking  forward,  and  the  other  is  more  historical,  looking 
back,  but  those  two  will  come  together  under  me. 

Senator  Rockefeller.  And  as  they  come  together,  you  will  need 
to  be  open  and  forthcoming  in  reporting  deficiencies  to  us. 

Mr.  HOLZ.  Absolutely.  I  believe  in  full  accountability.  I  want  to 
be  held  accountable  for  actions,  and  I  am  going  to  move  very  quick- 
ly on  any  deficiencies  that  I  am  aware  of,  and  any  that  come 
through  the  GAO  reports,  Inspector  General,  or — I  am  sure  I  have 
forgotten  one.  Whatever  public  reports  become  available  with  sug- 
gestions for  improvements  and  controls,  we  will  act  immediately  on 
these,  and  we  have  our  own  self-evaluation  process  as  well. 

Senator  Rockefeller.  I  think  that  is  important,  because  oddly 
enough,  sometimes,  if  you  come  forward  with  the  bad  news  before 
others  get  hold  of  it,  people  are  much  more  respectful,  and  they  un- 
derstand that  something  as  large  as  NASA  does  not  just  operate 
as  a  perfectly  oiled  machine. 

I  think  Dan  Goldin  is  trying  to  do  that.  He  is  a  very,  very  tough 
Administrator,  so  that  I  think — and  I  think  as  a  result  of  tnat  the 
feeling  about  NASA  is  a  lot  better  on  this  committee  than  it  was 
before.  I  think  your  being  forthcoming  with  us  is  really  important 
in  terms  of  our  feeling  about  it,  and  I  think  the  country's  feeling 
about  it. 

Mr.  HoLZ.  Credibility  is  most  important  to  me,  too,  sir,  and  I  will 
do  a  very  professional  job. 

Senator  Rockep'ELLER.  And  you  have  your  own  personal  stand- 
ards, and  those  obviously  are  important  to  you,  too. 

Mr.  Holz,  I  do  not  have  any  further  questions.  You  have  already 
answered  a  number  that  we  had  put  to  you.  I  have  absolutely  no 
doubt  about  your  confirmation.  Now,  the  question  is  just,  can  we 
get  it  done  as  quickly  as  I  would  like  to? 

[Whereupon,  at  3  p.m.,  the  committee  adjourned.] 

O 


ISBN  0-16-045993-1 


9  780160 


459931 


90000 


